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MBA and New York University Offer Two Weeks Training Course 
in Mortgage Lending for Younger Men; Will Start Next Fall 


FOR the first time, as far as we know, 

mortgage men will have the oppor- 
tunity this year to offer younger men in 
their organizations expert educational 
facilities in the methods and procedure 
of operating a mortgage business and 
the underlying economic factors that 
make it tick. 

MBA has expanded its educational 
program for 1946 to include a-full two 
weeks’ training course for younger men. 
Thus, this year the Association reaches 
the objective it has long been seeking— 
a complete training course for men 
coming up in the business. 

The course will be known as the 
Joint Training Program in Mortgage 
Banking for Junior Executives and will 
be sponsored by our organization and 
the Graduate School of Business Ad- 
ministration of New York University. 
It probably will be held in September. 
During the last two days an additional 
course will be held for senior executives, 


similar to the one we held at NYU last 
year. Thus, during the last two days, 
both the senior and junior courses will 
run concurrently and both will end with 
a joint dinner meeting on the last eve- 
ning, according to present plans. 

At this early date, here is how the 
program lines up: 

First, the course will run two full 
weeks. Attendance at both the 1946 and 
1947 courses will be necessary to secure 
a Certificate of Completion—the first 
time, as far as we know, that a cer- 
tificate of study has ever been awarded 
in the mortgage banking field. In the 
years ahead it may likely prove to be a 
most valuable asset for a man in the 
mortgage business. 

Second, those attending will be re- 
quired to complete a series of problems 
between the 1946 and 1947 sessions. 

Third, a Committee on Admissions 
will pass upon on all applications which 


might be limited to no more than 70 
trainees. 


Fourth, only applicants with the fol- 
lowing qualifications may be accepted: 
(1) junior executives who head depart- 
ments in their firms; (2) employees who 
are college graduates with two years’ 
mortgage lending experience; and (3) 
employees who have had eight years of 
mortgage experience and can present a 
statement from a senior officer of their 
firm certifying that he is discharging re- 
sponsibilities equivalent to those of a 
department head. 


Fifth, all sessions will be held at 90 
Trinity Place at NYU’s downtown 
quarters. Each trainee will arrange for 
his own housing accommodations al- 
though a Committee on Housing will 
assist him if necessary. 


The courses for this year and next 
have been outlined tentatively. Four 
courses will be given this year, namely: 





MBA invites the most careful con- 
sideration by its members of the pre- 
liminary announcement on this page 
of its new Traiming Program in 
Mortgage Banking for our younger 
men. The general plan of this effort 
is outlined here although many of the 
details may be changed before you re- 
ceive the final official announcement. 

It isn’t necessary for us to tell you 
that what we will offer the younger 
men in the mortgage business with 
this Program is something that has 
long been needed. No training pro- 





A Suggestion 


gram for mortgage men has ever 
been available before. This one is 
being organized hy top faculty mem- 
bers of one of America’s greatest 
universities, men who know our busi- 
ness and know how to organize a 
program to impart this knowledge to 
others. 

A period of great mortgage activ- 
ity is ahead—of that there can be no 
doubt. What better investment can a 


mortgage house make than to send its 
younger men to NYU to get the 
benefit of the experience of practical 
mortgage men and the best educa- 
tional authorities who together will 
make up the faculty? 

The cost will be so small that it 
hardly need be considered when com- 
pared with the great benefit you will 
receive from having your young men 
develop into more efficient and cap- 
able executives. Remember: only a 
limited number of applications will 
be accepted. Plan now to partictpate. 

















The Economics of Urban Real 
Estate 

Real Estate Valuations and Ap- 
praising 

Principles of Real Estate Finan- 
cing and Investment 

The Contemporary Economic 
Scene 

Each class meeting will be 1% hours 

those attending will meet 

times for each of these four 


long and 
eleven 
courses with the exception of the last. 
The 1947 courses will supplement 
this year’s course and will include: 
Management and Sale of Ac- 
quired Real Estate 
Mortgage Problems and Servic- 


ing 
Real Estate Investment Account- 
ing 
The Contemporary Economic 
Scene 


Tuition fees and other incidental costs 
will be very moderate and well within 
the reach of all MBA member firms. 

Administrative officers include Pres- 
ident Kanaley, G. Rowland Collins, 
Dean of NYU’s Graduate School of 
Business Administration; C. Elliott 
Smith, associate professor of real estate, 
C. Armel Nutter, Camden, N. J., 
chairman of the educational committee 
and Secretary George H. Patterson, 
registrar. 

The MBA committee arranging the 
project includes President Kanaley; 
L. E. Mahan, St. Louis; Thomas E. 
Lovejoy and Harold D. Rutan, New 
York; Paul J. Vollmar, Cincinnati; 
Bester P. Price, Chicago; Dr. Marcus 
Nadler, professor of finance at NYU; 
and Dean Collins and Prof. Smith. 

Admissions committee includes Mr. 
Nutter and John C. Thompson, New- 
ark, and Milton T. MacDonald, Jer- 
sey City. 


Wilson Wyatt, Foley, and John T. Taylor to 
Speak at MBA’s New York April Clinic 


WILSON W. WYATT, adminis- 

trator of the National Housing 
Agency and special housing expediter, 
will address MBA’s Spring Mortgage 
Clinic at the Waldorf-Astoria Hotel in 
New York April 29 and 30. Mr. Wyatt 
has accepted President Kanaley’s invita- 
tion to appear before our regional meet- 
ing provided no unforeseen emergency 
arises in connection with the housing 
effort. Since the vast program for 
2,700,000 homes in the next two years 
should be well advanced by that time, 
it is expected that his address will have 
special significance in pointing the way 
this great national effort will take. 


Among others who will speak are: 


Donald B. Woodward, 
assistant to President Lewis Douglas of 


the Mutual Life of New York: 


research 


Douglas Whitlock, chairman of 
the advisory board of Producers Coun- 
cil; 

John Thomas Taylor, director of 
the national legislative 
The American Legion; 


committee of 


James W. Rouse, Baltimore, chair- 
man of MBA’s special G. I. committee ; 


Raymond M. Foley, FHA Com- 
missioner. 
J. C. Taylor, Jr., president Ameri- 


can Houses, Inc; 


Francis X. Pavesich, Director, 
Loan Guarantee Service of the VA; 


F. G. Addison, Jr., Washington 
banker and chairman of ABA’s federal 
legislative committee ; 


William L. Maude, president, 


Howard Savings Institution, Newark. 


MBA is operating a special Housing 
Bureau in cooperation with the New 
York Convention Bureau and all room 
reservations must clear through this 
source. Members have already received 
our letter with application blank; if you 
plan to attend and have not mailed the 
blank to the Housing Bureau, do so at 
once. If you asked us for a room when 
you mailed the questionnaire regarding 
Clinic subjects, you must still make 
your reservation with the Bureau. 


Based upon the number of members 
we anticipate will attend, an adequate 
supply of rooms has been reserved. 
These are at the Waldorf-Astoria, 
Taft, Victorias Belmont-Plaza, 
Roosevelt and Plaza. The Waldorf- 
Astoria on Park Avenue is Clinic head- 
quarters and the Taft and Victoria are 
in the Times Square district, 51st Street 
and Seventh Avenue. The Roosevelt 
is at Madison avenue and 45th and the 
Plaza is on Central Park South at Fifth 
avenue, 

As previously announced, our reser- 
vations include mo single rooms. We 
must double up and all rooms must be 
fully occupied. The Housing Bureau 
will accept no reservations unless you 
give the names of all those to occupy 
the rooms requested. The hotel situation 
is still acute in many cities, particularly 
New York; so we earnestly request 
members to cooperate fully in meeting 
these requirements. 

We expect this New York Clinic to 
prove one of the most important meet- 
ings the Association has ever held— in- 
deed, one of the most important this 
year for anyone interested in real estate, 
building and mortgages. Events of re- 
cent months have projected the housing 
situation into the forefront as our most 
important domestic problem and one 
that is daily growing more and more 
acute. The Wyatt plan for solving it 
contemplates one of the nation’s great- 
est national undertakings. 

The future of FHA is at stake. The 
long decline in interest rates continues 
and has reached a point where thought- 
ful men are asking how much further 
itcan go. (As this is written, a railroad 
has just sold an $81,000,000 bond issue 
which investors bought to yield 2.43 per 
cent—lowest point ever reached for a 
long term rail bond.) The problem of 
housing veterans, the workability of the 
new G. I. program, the future of pre- 
fabrication, the stop-order on commer- 
cial building, the question of securing 
reform in building codes,—these and 
many more are all competing for top 
attention and will get consideration at 
our New York meeting. 


Our program is divided into four 
sessions with no evening events sched- 
uled: 
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First Morning, Monday, April 29: 
General subject—‘“What’s Ahead in the 
Home Building Field.” 

First Afternoon, Monday, April 29: 
General subject—‘“‘What’s Ahead for 
Interest Rates.” 


Second Morning, Tuesday, April 30: 
General Subject—“The G. I. Bill of 
Rights as Amended.” 

Second afternoon, Tuesday, A pril 30): 
General subject — “FHA and _ the 
Future.” 


MBA Survey Shows G.I. Loans Is Now a Top 


Subject of Interest 


By GEORGE H. 


MBA’s Spring Mortgage Clinic will 
offer a program representing what our 
own members have said they wanted to 
hear discussed. In recent weeks our 
members have been queried as to what 
they think the most important mort- 
gage problems are at the moment and 


aos 
ore 


how they would like them aired in an 
open meeting. The program is being 
built around what they’ve told us they 
are most interested in now. 

The replies are also interesting in an- 
other respect because they give an idea 
as to what the average mortgage man is 
thinking about these days. The amended 
G.. L 
important, based upon our replies. In- 
terest rates and FHA are next. These 
three led by a comfortable margin. Ap- 
parently MBA members expect to get 
into the G. I. program rather heavily. 
They’re also deeply about 
FHA’s future and are considerably wor- 
ried and puzzled about the continued 


legislation seems to be the most 


concerned 


decline in interest rates. 

They are also much interested in 
what’s ahead for home building but, 
strange to say, not so much interested 
in hearing the federal government’s 
possible future role in real estate finan- 
cing discussed. Probably they’ve heard 
and seen enough of that one. 

Many want to know how mortgage 
companies can get quicker action on 
loans to compete with the B and L’s, 
some want to hear an authoritative ac- 
count of what’s in store for prefabrica- 
tion and the possibility for modification 
of building codes on a large scale. 
Others are concerned about the VA’s 
attitude in G. I. 
mortgagee’s liability in case of 
by a veteran or an impostor. 


foreclosures and a 
fraud 


What about credit standards in G. I. 


financing, several others have asked. 
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for Mortgage Men 
PATTERSON 


Let’s have an easily-understood. story of 
closing a G. I. loan under the new set- 
up, was the gist of a number of re- 
quests. 

Wilson Wyatt was the man most re- 
quested as a speaker and we are glad to 
announce that he will be with us—bar- 
ring any unforeseen emergency that 
would necessitate his presence in Wash- 
ington. 


CINCINNATI MEMBERS 
HEAR THE PRE-FAB STORY 


One of the tricks in the present-day 
prefabricated. housing business is to make 
the assembled home look as if it wasn’t 
prefabricated, John Mason of Pease- 
wav Houses tol members of the Cin- 
cinnati MBA at their recent meeting. 
This is necessary, he said, because wom- 
en, who exert by far the greatest in- 
fluence in housing selection, don’t like 
the idea of buying something “just put 
together.” This is being handled, he 
explained, by covering various places in 
the interior construction which, while it 
adds nothing to the house itself, does 
give it a certain “finished” look which 
pleases the women. He displayed a 
color sound film showing every phase of 
assembling a house. His 
plant at Hamilton, Ohio is equipped. to 
produce eight houses a day but now is 


Pease-way 


turning out only two because of short- 
ages of materials. The company has 
standardized on a few models, princi- 
pally one, and changes this model to suit 
He sells only to build- 
ers and contractors and the cost runs 
neck and neck with conventional con- 
struction—the advantage is that he can 
get them built quicker. 


individual tastes. 


Cincinnati MBA members also heard 
Secretary George H. Patterson tell of 
preliminary plans for the MBA annual 


convention this Fall in their city. Paul 
J. Vollmar, chapter president, presided. 
About forty attended. 


SOME LENDERS NOT USING 
AUTOMATIC GUARANTEE 

At a recent meeting, members of the 
Baltimore MBA were polled to deter- 
mine how many lenders were using the 
automatic guarantee in the new G.I. 
program and it was revealed that not 
one is at the present time. Opinion 
seemed to be that while the automatic 
guarantee feature is attractive, lenders 
seem to believe that they are on safer 
ground to get each loan approved indi- 
vidually, especially for the time being. 
Many large lenders are doing the same 
thing, advices to the national office in- 
dicate. 

Whether there will be any change in 
this provision of the Act cannot be pre- 
dicted now. As members know, lend- 
ers such as banks and savings and loans 
which are supervised or examined by 
state or federal agencies, get the auto- 
matic guarantee privilege but those not 
under any such supervision cannot. 
Members have already received the full 
explanation given MBA by Edward E. 
Odom of the VA. (sent March 13, 
1946 to entire membership) 

U. S. TELLS YOUNG MEN 

HOW TO GET INTO REALTY 


During the war the number of real 
estate brokers decreased over the country 
but government sources think there will 
be more of them soon. The Department 
of Commerce has just published a book- 
let (which you can get for 30¢ by 
writing the Superintendent of Docu- 
ments, Washington, D. C.) called 
“Establishing and Operating a Real Es- 
tate and Insurance Brokerage Business.” 
It’s primarily for people going into the 
business but many now in the field may 
find it of value. Regarding the form of 
organization of a real estate and insur- 
ance brokerage business, the booklet dis- 
cusses the advantages and disadvantages 
of individual proprietorships, partner- 
ships and corporations, and other chapters 
discuss in detail such topics as operating 
expenses, state laws governing brokerage 
businesses; license costs and require- 


ments; and methods of securing listings. 
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Curbing Inflation Is More Important Now 


Than Preventing Interest Rate Increase 
By DR. MARCUS NADLER 


Low money rates, and particularly 

the ease with which mortgage loans 
can be obtained at the present time, and 
the keen 


compen n for mortgages 


among mortgagees have undoubtedly 
contributed to the sharp increase in prices 
of real estate. The problem today, how- 
ever, is not so much one of bringing 
rates aS a 
inflation, 


de v ised 


about an increase in money 


means to curb the forces of 

but rather through a carefully 
Treasury policy to reduce the volume of 
deposits created through the monetiza- 
tion of the public debt and thus the 
purchasing power in the hands of the 


people. 


While it is highly doubtful whether 
the low rates of interest had any direct 
effect on commodity prices, indirectly 
there is a relationship. Low money rates 
undoubtedly stimulated the shift on the 
part of some investors from bonds to 
common stocks and thus contributed to 
the sharp rise in prices of equities. The 
constant increase in prices of equities has 
led some to believe that the market fore- 
casts inflation and encouraged the acqui- 
sition of whatever commodities could be 
purchased irrespective of price or neces- 
sity. 


The question of interest rates must 
be analyzed from two different angles: 
(1)namely, the 
factors, and (2) the Treasury’s policy. 


supply and demand 
The supply of funds seeking investment 
in the immediate future is bound to be 
greater than the demand. This supply 
is derived in part from the amortization 
of outstanding mortgages and the opera- 
tion of sinking funds of outstanding 
private obligations. It comes also from 
the huge collective savings of the people 

1 


through 


insurance and pension funds 


which have grown rapidly in recent 


years. 
Furthermore, savings deposits are 


likely 


rapid rate since, as a general rule, such 


to continue to grow at a fairly 


savings move in unison with business 


activity. Since the outlook for business 
for the next few years is excellent, ac- 
companied by a high national income 
ind satisfactory employment, one may 
expect that the savings of the people 
will also be on a very high scale. 


The demand for long-term capital 
will come from the following sources: 
There undoubtedly will be an increased 
demand for mortgage money and for 
capital to expand and enlarge existing 
industrial facilities. There may be a 
moderate demand for capital from 
foreign countries through the Interna- 
tional Bank for Reconstruction and De- 
On the however, 
these sums are small and relatively in- 
significant compared with the 
huge deficits of the Government during 


velopment. whole, 


when 


the last few years. 


The 


what the policy of the Treasury will be. 


prime question, therefore, is 


If the Treasury should offer in the 
future 2'4 per cent non-eligibles for 


commercial banks, then this rate will set 
a pattern for all other yields. In that 
case AA corporate bonds will be selling 
to yield about 2% per cent, and medium 


call bonds will be selling to yield a cor- 
responding rate. 

If the Treasury should decide to offer 
2% per cent obligations to other than 
commercial banks, then obviously the 
rate structure will adjust itself to a lower 
level. If, on the other hand, the Treas- 
ury discontinues entirely offering long- 
term bonds, and institutional investors 
are compelled to seek an outlet else- 
where, then obviously it is quite possible 
that the long-term rate on Government 
securities may decline to 2 per cent with 
corresponding yields on other securities. 

The Federal Reserve authorities and 
the Treasury are today confronted with 
the task of evolving a credit policy which 
on the one hand would fight the forces 
of inflation, and on the other hand 
would prevent a too rapid increase in 
money rates which obviously would in- 
crease the cost of carrying the burden 
to the public debt. What policy they will 
evolve is, of course, impossible to pre- 
dict. 

They determine to what extent they 
are in a position to reduce this purchas- 
ing power and what the consequences 
would be if they do not. Viewed from 
the point of view of the country as a 
whole it is more important at present to 
fight the forces of inflation than to 
prevent a moderate increase in the cost 


of carrying the public debt. 





le 


fessor of urban land economics 
at last vear’s New York course. 


in interest rates. 


whole thing down pretty well. 





Who Our Contributors Are 


Most of those with contributions in this issue are either bankers or have 
recently been speaking before banking organizations. Dr. Marcus Nadler 
is professor of finance at New York University where MBA will again 
sponsor its Urban Mortgage Lending Conference this year. He spoke at 
last year’s course. Howard B. Smith is director of ABA’s department 
of real estate finance having succeeded Ernest M. Fisher who is now pro- 
as Columbia University. 
Benson is president of the Dime Savings Bank of Brooklyn and also spoke 


Dr. Nadler’s article is a condensation of his ideas as to what to expect 
Mr. Smith projects thoughts about how banks are going 
to do a real estate loan business in the future and Mr. Fisher has some in- 
teresting historical observations of the mortgage business. 
contribution is merely the summary from his much longer analysis of the 
Wagner-Ellender bill—a summary which the editor thought boiled the 


Philip A. 


Mr. Benson’s 
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Why Does Mortgage Field Not Recognize a 
Reduced Rate as the Risk Is Reduced? 


By HOWARD B. SMITH 


feature with great promotional pos- 

sibilities that is not frequently used 
is a rate structure which recognizes that, 
as risk is reduced the rate should also be 
reduced. Why has this fundamentally 
sound principle which is recognized in 
all other investment media, been avoided 
in mortgages? 

The opportunity will undoubtedly be- 
come available within a reasonable pe- 
riod for banks to offer life and disability 
insurance covering the obligations of 
their mortgagors on a group basis with- 
out necessity for medical examination. 
This will remove one of the great haz- 
ards of home ownership. 

A complete mortgage package should 
include provisions for financing major 
repairs without the necessity for re- 
writing the contract. Several -devices 
are in satisfactory use, with enough 
controls given lenders to enable them 
to curb abuses. An ideal solution is 
the granting of the privilege of making 
prepayments up to a certain percentage 
of the loan, with the right to use such 
prepayments for repairs, the amount in- 
volved being debited back to the loan. 

The prepayment reserve plan is also 
an excellent way to handle the lapsed 
payment problem. This approach has 
very definite advantages over the grant- 
ing of the privilege of lapsing a number 
of payments dependent on the number 
of years the loan has been kept in good 
standing. 

With the liberalizing in some juris- 
dictions of the concept of realty to in- 
clude certain easily removable items of 
equipment provided the mortgagor and 
the mortgagee agree, the way is paved 
for the financing of this equipment as 
part of the realty. In new small home 
construction, where it will be most fre- 
quently used and where the ratio of 
the value of the equipment to the value 
of the house is usually less than 10 per 
cent, the hazards in this financing plan 
do not seem to be so real as to make it 
unworkable. 
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The provision has great appeal for 
borrowers, principal of which is the 
avoidance of heavy additional financing 
charges at high rates. It is already 
being widely publicized by non-bank 
lenders. 

These are only a few highlights of 
some of the features alert merchandis- 
ers already have on their shelves avail- 
able for inclusion in their mortgage 
packages. 


However the mere possession of a 
cellophane-wrapped package does not 
constitute merchandising. The mer- 
chandising of mortgage credit in a bank 
can be successful only when there is a 
definite conviction at the policy-making 
level that home mortgages are desirable 
investments for time funds, and a de- 
cision to authorize whatever sales pro- 
gram is necessary to obtain a desired 
quota and to make a definite assignment 
of responsibility for results. The previous 
absence of a real sales program in a 
bank will be a handicap initially, but 
when it becomes evident that it is the 

(Continued on page 7, column 2) 





My opinion is that many of the 
provisions of the Wagner-Ellen- 
der bill are bad in that they pro- 
vide for things to be done which 
are unncessary and unwise, and 
others which hinder rather than 
help the housing problem. Some 
of the bill’s provisions place the 
government in unfair competition 
with private enterprise. Others are 
wasteful and extravagant of the 
taxpayer’s money, as shown by the 
following: 

Unnecessary or harmful— 

1. Combining three agencies 
under one Administrator. 

2. Authorizing new research 
and appropriating $37,500,000 
for the purpose. Present agencies 
doing all needed. 

3. Expanding investment powers 
of federal savings and loans. 

4. Provisions for compulsory 
moratorium for payments on FHA 
insured mortgages.* 

5. Compulsory warranty by 
contractor against structural and 
other defects as a condition for 
mortgage insurance.* 

6. Provisions for insurance of 
mortgage loans up to $5,000 for 


* The Senate bill tones these down, we hear. 





THE HOUSING BILL IS UNWISE 
By PHILIP A. BENSON 


an amount not to exceed 95 per 
cent of value to run for 32 years 
and to bear interest at not more 
than 4 per cent. 


Unnecessary and unwise— 


1. Provision for yield insurance, 
that is, insuring return of interest 
and amortization on ownership in- 
vestment in rental dwellings and 
appropriating $10,000,000 to 


carry out the program. 


Competitive— 

1. Provision that if private 
lenders do not make 3% per cent 
loans of certain multiple dwellings 
the Federal National Mortgage 
Association may make them. 


Wasteful and extravagant— 

1. Financing the acquisition of 
land for housing projects, so-called. 
slum clearance, and subsequently 
paying up to two-thirds of the 
cost of such land. 

2. Subsidizing public housing 
projects over a long period of years 
amounting to hundreds of millions. 

I fee] sure that if the Congress 
fully understood this bill, it would 
be defeated. 
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Lowest Mortgage Rates Now? Well, in 1903 
in New York Most Were Made Around 412% 


By ERNEST M. FISHER 


AS early as 1837 we were in a real 
estate boom comparable, in propor- 
tion to the population and wealth of our 
country, to many that have succeeded it, 
and perhaps to the one in which we are 
now Another followed in 
1853 as the culmination of 
the West after discovery of 
California in 1849. 
War 


States, throughout the North real estate 


nvolved. 

the rush to 
| 

gold. in 


Following the Between the 


booms developed with varying intensi- 


ties and with somewhat different timing. 


Peaks were reached that were unpre- 
cedented prior to that time. Even the 
great fire of Chicago in 187! failed to 


check real estate speculation in that city. 
Che collapse came in 1873. 


The Panic of 1893 


Data secured in the census of 1890, 


show that in Massachusetts, the real 
estate market began to revive after 
1885. In that vear 50,319 deeds were 


recorded in the State. By 1889 the num- 
ber had risen to 66,860, an increase of 
approximately 30 per cent. Throughout 
the United States a similar change was 
The peak of this boom was 
not reached until after 1890, and the 
real estate market collapsed in the panic 
of 1893. 

Again for a period of years the mar- 


occurring. 


ket was in a state of quiescence. It be- 
gan to revive after the turn of the cen- 
tury and reached a secondary peak in 
1906. A major peak was not reached 
until 1926. 


The readjustment of interest rates 


has not been swift but fairly sure. In 
1880 the average interest rate on loans 
made in Massachusetts was just over 6 
per cent, and in New York just under 
6 per cent. In 1886 in Massachusetts the 
iverage was just 54 per cent, and in 
New York 5% per cent. In 1890 in 17 
States the average was over 9 per cent, 
and in nine States over 10 per cent. 

An all-time low in interest rates was 
New York City in 1903, 


reached in 


6 


when, according to Wenzlick’s figures, 
+0) per cent of all the mortgages written 
bore an interest rate of +'% per cent or 
less, while 20 per cent were at 4+ per 
cent. Another drop in interest rates came 
it the end of 1909, but from 1909 to 
1927 mortgage New 
York were almost constantly rising. In 
1944 approximately the same percentage 


interest rates in 


of mortgages made was bearing +! 
per cent or less as in 1903, but a larger 
percentage were being made at 4 per 
cent or less. So it would appear that cur- 
rates are at an 


rent interest 


all-time low. 


mortgage 


Another feature of 
historical review is the volume of mort- 
ve funds available. We have little de- 


pendable data prior to the 1920s. We 


significance in 
va 


know, however, that one of the reasons 
for the high interest rates quoted in the 
West and in the South was a lack of a 
sufficient volume of mortgage funds in 
those areas. 

In the ’20s the increase in mortgage 
funds available was spectacular. Savings 
deposits in banks increased from 1919 
to 1930 by 118 per cent. \ssets of life 
insurance companies increased 180 per 
cent and reached a total of $18.8 billion. 
\ssets of 


building and loan associations and co- 


what were then known as 
operative banks, etc., increased from 
$2.1 billion to $8.7 billion, or 309 per 


cent, 
Billion for Loans 


But the expansion of funds available 
for investment in mortgages of all pre- 
vious periods in the history of our coun- 
try are dwarfed into insignificance by 
what has occurred since 1930. Savings 
and time deposits in banks have made 
available not less than $20 billion which 


might be invested in mortgages. Life 
Insurance company assets are so ex- 


panded as to make available for mort- 
investment at $15 
Savings and loan associations and sim- 


least billion. 


gage 


ilar organizations have assets in excess of 


$7 billion, not counting the expansibility 
of their funds through recourse to the 
Home Loan Bank System. 

During the depression years of the 
"30s, these funds were accumulating, 
and they have magnified to 
amounts that are incomprehensible by 
the exigencies of war. In the hands of 


been 


individuals alone there are at least $150 
billion of assets, a portion of which will 
probably be invested in mortgages. In 
any perspective, therefore, on mortgage 
lending in 1946, the mortgage funds 
available must assume proportions which 
would tempt one to employ the language 
of a super-Barnum except for the fact 
that such language is inadequate. 

Opportunities for the use of these 
funds is now difficult to appraise. The 
acute pressures upon existing real estate 
facilities, especially housing, are famil- 
iar. The probability that a program can 
be realized such as the one proposed by 
the Housing Expediter also is not meas- 
urable. If this program were realized 
within the next two years, there would 
probably be an opportunity for an in- 
vestment of between $10 billion and 
$13 Aillion in mortgage loans on new 
residential properties alone. 


Same as in 1920’s 
At the time, the 
mortgage loans on existing properties 


same volume of 
will probably continue to increase, as it 
has at a spectacular rate during the last 
vear and a half. For the scanty data 
indicate that activity in the 
current real estate market has reached 


available 


a height comparable to that attained in 


the middle ’2(s. 

If this trend continues, and if a pro- 
gram comparable to that proposed by the 
Housing Expediter should be realized, 
the amount of funds invested in mort- 
gage loans will reach unprecedented 
heights, and the interest rate on mort- 
gage loans will probably increase. 

It is not surprising, therefore, that 
another feature in our perspective which 
assumes sometimes disturbing propor- 
tions, is competition for mortgage loans. 
This competition has probably never been 
so sharp as it is now. It has certainly 
never been so universal in all parts of 
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our country. There are few indications 
that any diminution in its keenness can 
be expected within that portion of the 
future perspective for which any objects 
are faintly discernible. So far as this 
perspective is useful, therefore, in plan- 
ning mortgage loan policy, it only sug- 
gests a major challenge to those respon- 
sible for mortgage lending policy. 

Another feature competing for a 
prominent place is prices of real estate 
It has found its most spec- 
tacular expression in the sale of exist- 
ing homes. Prices of other types of 
property are rapidly following the same 
course. Quick and easy profits made 
from speculation in real estate equities 
are fuel that increases the pressure on 


properties. 


real estate prices. 

It is not easy to discern any means 
by which these pressures can be allevi- 
ated or prices controlled. It is likely that 
further will be realized in 
many markets. The first evidence that 
prices have reached the peak will be 
found in greater discrimination by buy- 
ers. There is as yet little evidence that 
this point has been reached. 


advances 


We must recognize that there are cer- 
tain forces which may bring about what 
we could consider enormous distortions. 
Among these are those of a runaway 
speculative boom, a further inflation of 
the general economy, governmental ac- 
tion and general changes in the pattern 
of land uses in urban communities. 

What does this review of mortgage 
lending in perspective mean with re- 
spect to mortgage lending policy? Here 
only a few suggestions can be made. The 
first obvious implication is that mort- 
gage lending policy must be flexible. It 
has been said before that “there can be 
no validity in a permanent mortgage 
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lending policy”. Conditions will not “stay 
put” long enough to enable solution of 
mortgage lending problems by the adop- 
tion of a final and inflexible program. 
Changes in interest rates, in the pattern 
of land uses, in Government policy, in 
prices levels, all necessitate readjustment 
of mortgage lending policies. 

If changes in the interest rate are 
to be anticipated, and if a fluctuating 
price level is probable, then it need. not 
be emphasized that unusual caution in 
making mortgage loans must be exer- 
cised, 

It is difficult to exercise this caution 
in the face of competition. For com- 
petition in mortgage lending characteris- 
tically takes the form of liberality in 
appraisals, lower property standards, in- 
creases in the amount advanced and other 
practices that strike directly at the secu- 
rity or safety of the loan. Today is no 
exception. This course is being followed 
in community after community. 


HOWARD B. SMITH 
(Continued from page 5) 
style to get mortgage business instead 
of to find reasons why it can’t be done, 
the results, even with the same person- 
nel, can be amazing. 

There have been greater improve- 
ments in home mortgage lending practice 
in the past 15 years than took place in 
the previous 150 years. 

The public does not realize that de- 
spite the many innovations of advantage 
to borrowers, which for the most part 
have added to the number of servicing 
operations performed by banks, home 
mortgage credit today is available at 
a price 30 per cent cheaper than it was 
15 years ago. What else connected with 
housing is in this category? 


Innovations have resulted from a 
changed concept of mortgage lending 
which recognizes that other factors than 
collateral are of controlling importance. 
The mortgage package today is coming 
to be regarded as a device for making 
home ownership possible and safe for an 
increasingly larger percentage of the 
families in our country. 

This change in concept also recog- 
nizes that the interests of the borrower 
and the lender in the mortgage trans- 
action are identical, and that the only 
loan that it is prudent for a bank to 
make are those which analysis of the 
transaction indicate are safe for a bor- 
rower to assume. All other parties to 
the home ownership transaction have a 
short-term interest and are not primari- 
ly concerned with whether the customer 
is oversold, Only the bank has the same 
long-term interest in the transaction as 
the borrower has. This fact has promo- 
tional possibilities that would. give real 
meaning to the slogan, “For successful 
home ownership see your bank first.” 


People do not want to make a mistake 
in their home ownership experience. 
When they do, unfortunately they are 
more apt to blame the bank that fore- 
closes than the broker that oversold 
them. If this opportunity for public 
service is not the responsibility of bank- 
ers, whose is it? 





People and Events 











Edward L. McConnell, president 
of the Philadelphia MBA, has been 
elected president of the Central Mort- 
gage Company in that city .. . he was 
formerly mortgage officer of the Phila- 
delphia Savings Fund Society, second 
largest mutual savings bank in the coun- 
try .. . Howard B. Noonan, recently 
lieutenant commander in the Navy, has 
been released from active duty and as- 
sumed the presidency of The Kissell 
Real Estate Company of Dayton and 
Springfield . . . A former mortgage 
man, Hugh Riddle of Chicago, is run- 
ning for the Republican nomination for 
congressman from the Tenth Illinois 
district . . . recently in the navy, he 
once headed MBA’s publicity commit- 
ae 
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National banks may seek 
more liberal loan policy 


Since a good deal of this issue is de- 
voted to what bankers are thinking and 
saying about mortgages, this is a good 
time to observe that apparently one of 
the major objectives of ABA’s National 
Bank Division this year will be to seek 
a change in Section 24 of the Federal 
Reserve Act to permit national banks to 
increase to 6624 per cent the loanable 
portion of appraised values of real es- 
tate, and to extend the credit for as 
much as 20 years. 

In a letter to Division members, the 
group’s president said: 

“Looking to a broadened lending 
one type immediately, our 
National Bank Division studied the ef- 
fects of restrictions upon the real estate 
They 


service of 


lending powers of national banks. 
long have had an established position in 
this field. 
its sufficiency, however, and focused at- 
relief 


Conditions arose to challenge 


tention necessity for 


from the 


upon the 


dearth of suitable housing 
facilities. 


*“The 


loans, and recognition of the stabilizing 


public taste for longer-term 
influence of amortization practices, led 
to the Division’s conclusion that moderate 
liberalization of national banks’ author- 
ity would be beneficial; that they should 
be empowered, when in their judgement 
t seems desirable, to increase to 6624 
per cent the loanable portion of appraised 
values, and to extend the credits for as 
long as 20 years if amortized completely 
within the term.” 


Like everything else, up 
go assessed valuations 

Get prepared for increase¢ issessed 
valuation of real estate this year. There 
was an increase last year and a bigget 
one is in prospect for 1946, 

\ survey of large cities shows that the 
general rise in real estate values is be- 
ginning to be reflected in increased 
assessed valuation in 45 of the cities sur- 
veyed. The increases were not confined 
to urban property. The average increase 
in farm values in the last five years was 
60 per cent. 


8 


No sweeping changes occurred dur- 
ing 1945 in the overall tax policy of the 
states. North Dakota changed the legal 
assessment rate from 50 per cent to 75 
per cent. This action left Washington 
the only state with a legal ratio of 50 
per cent. The legal ratio in Iowa and 
Alabama is 60 per cent; in Vermont, | 
per cent; Montana, Minnesota and Ohio 
have different rates for different 
classes of property. In the remaining 39 
states the ratio is 100 per cent. 

Eight states amended their tax laws 
during 1945 to remove the blanket ex- 
emption from taxation accorded all fed- 
eral property. The amendments enacted 
in Connecticut, Indiana Maine, Mary- 
land, Oregon, Utah, Washington and 
West Virginia, enable the states to tax 
Federal property with the 
the Federal Government. 


consent of 


New York may let its life 
companies buy real estate 


A new investment outlet for New 
York life companies, which they believe, 
it is said? would net them a 5 per cent 
return, is contemplated in a bill just 
passed by the legislature which will per- 
mit them to invest up to 3 per cent of 
their admitted assets in real estate. 
Heretofore New York has forbidden 
its domestic companies to obtain realty 
except for office use, housing projects or 
New 


Jersey and Connecticut, however, have 


through mortgage foreclosures. 
permitted companies to invest up to 5 
per cent of admitted assets. 

\ccording to one observer, this has 
led to a situation whereby the New York 
companies have had to sit by and. see life 
companies domiciled in other states buy- 
ing up real estate, often right in the 
former’s own front yard, which is re- 
ported to be bringing in around 5 per 
cent after charges. 

This high return is particularly tempt- 
offset to the low 
government bonds, currently the biggest 
single item in company portfolios. Even 
housing projects, which many companies 


ing as an vield on 


consider a superior investment outlet, and 
which New York companies can invest 
in up to 10 per cent of admitted assets, 
are only netting about 4 per cent. 


Another bill has been introduced in 
the New York state legislature which 
would permit a domestic insurer to in- 
vest in modernization loans. 


Bible of business, sees need 
for greater fire coverage 


There has been a good deal of talk 
lately among mortgage men about more 
adequate fire coverage in view of sharp- 
ly increased prices on real estate. Alfred 
M. Best, in its recent Bulletin Service, 
narrows the problem down pretty clearly 
when it says flatly that policies based on 
January, 1941 should be in- 
creased 25 to 50 per cent according to 
locality and type of construction. 


values 


“Anything affecting the value of 
dollars affects insurance,” says Best’s. 
“Virtually everyone is aware of rising 
values, higher and the lower 
purchasing power of the dollar. Yet too 
few fully realize what this revolution 
in value means in terms of insurance. 
Most business men keep a close watch 
on the current values of raw materials, 
merchandise, machinery and equipment, 
as such items are constantly being re- 
placed, but often overlook the chang- 
ing values of the buildings in which they 
are stored or used and apparently forget 


costs 


entirely the rising replacement costs of 
their own homes. 

“The steel, the bricks, the concrete, 
the lumber, the plumbing and heating, 
the electrical work, the roofing, the 
painting and decorating—all are indi- 
vidual items which must be purchased at 
the current market should the building 
or dwelling be destroyed or badly 
damaged. Each of these items required 
labor to create and requires additional 
labor to install. Labor costs are up and 
give every indication of going higher. 


“Policies based on values considered. 
adequate in January, 1941 should be in- 
creased by 25 percent to 50 
(depending on locality and type of 
construction) to bring them in line with 
present replacement costs and those con- 
sidered adequate early in 1943 now lag 
by 15 percent to 25 percent. Valuations 
of a year ago may be low by as much as 
12 percent.” 


percent 
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